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February 13, 2015

The Honorable Jocelyn Boyd

Chief Clerk and Administrator

Public Service Commission of South Carolina
101 Executive Center Drive

Columbia, South Carolina 29210

Re:  Quarterly Report of SCE&G Concerning Construction of V.C. Summer Nuclear Station
Units 2 and 3

Dear Ms. Boyd:

Enclosed please find informational copies of South Carolina Electric & Gas Company’s
(the “Company” or “SCE&G”) Quarterly Report (the “Report”) for the period ending
December 31, 2014, related to the construction of V.C. Summer Nuclear Station Units 2 and 3
(the “Units”). This Report is being filed with the South Carolina Office of Regulatory Staff
(“ORS”) pursuant to the Base Load Review Act, S.C. Code Ann. § 58-33-277 (Supp. 2014)
and the provisions of Order No. 2009-104(A) of the Public Service Commission of South
Carolina (the “Commission”).

Because this Report contains certain commercially sensitive information, SCE&G is
filing both redacted (Public) and unredacted (Confidential) versions of this Report with the
Commission and with ORS. For your convenience, we are providing you with ten (10) copies
of the Public version of this Report. SCE&G is also providing one (1) copy of the Confidential
version of this Report and is hereby petitioning the Commission to enter a confidentiality order
protecting the commercially sensitive information contained therein from disclosure, as set
forth below.
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The Confidential version of this Report contains confidential information related to the
pricing and pricing terms of the Engineering, Procurement and Construction Agreement (the
“EPC Contract”) between SCE&G and a consortium consisting of Westinghouse Electric
Company, LLC and Chicago Bridge & Iron, formerly the Shaw Group, (collectively, the
“Contractor”). The EPC Contract contains confidentiality provisions that require SCE&G to
protect proprietary information that the Contractor believes to constitute trade secrets and to be
commercially sensitive. = The Contractor has requested that SCE&G maintain the
confidentiality of certain information contained in Appendix 2 and Appendix 3. This
confidential information has been redacted from the Public Version of these appendices.

Concentrating on public finance, governmental and utility representation.
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In keeping with the Contractor’s request and the terms of the EPC Contract, SCE&G
respectfully requests that the Commission find that the Confidential version of the Report
contains protected information and issue a protective order barring the disclosure of certain
portions of Appendix 2, and Appendix 3 of the Report under the Freedom of Information Act,
S.C. Code Ann. §§ 30-4-10 et seq., 26 S.C. Code Ann. Regs. 103-804(S)(1), or any other
provision of law, except in its public form. Pursuant to 26 S.C. Code Ann. Regs. 103-
804(S)(2), the determination of whether a document may be exempt from disclosure is within
the Commission’s discretion. Such a ruling in this instance would be consistent with the
Commission’s prior rulings in Docket No. 2008-196-E, Docket No. 2009-211-E, and Docket
No. 2010-376-E. In those dockets, the Commission found, among other things, that the pricing
and pricing terms of the EPC Contract are confidential, and issued a protective order barring
the disclosure of such information. See, e.g.,, Commission Order Nos. 2008-467, 2008-696, as
amended by Order No. 2008-739, 2009-888, and 2010-198 issued in Docket No. 2008-196-E;
Commission Order No. 2009-401 issued in Docket No. 2009-211-E; Commission Order Nos.
2010-795, 2011-127, and 2011-177 issued in Docket No. 2010-376-E; and Commission Order
Nos. 2012-415, 2012-621 and 2012-623 issued in Docket No. 2012-203-E.

To this end, and in accordance with Commission Order No. 2005-226, dated May 6,
2005, in Docket No. 2005-83-A, enclosed with this letter are the following:

1. A true and correct copy of the Confidential version of the Report in a sealed
envelope marked “CONFIDENTIAL.” The title page of the Confidential
version of the Report is marked “CONFIDENTIAL VERSION” and each page
of the Confidential version of the Report is marked “CONFIDENTIAL
VERSION.”

2. Ten copies of a redacted Public version of the Report.

In the event that anyone should seek disclosure of the unredacted Confidential version
of the Report, SCE&G respectfully requests that the Commission notify SCE&G of such
request and provide it and the Contractor with an opportunity to obtain an order from this
Commission or a court of competent jurisdiction protecting the Confidential version of this
document from disclosure.
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If you have any questions regarding these matters, please contact me.

Sincerely,

%TW

Belton T. Zeigler

Concentrating on public finance, governmental and utility representation.
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Enclosures
Anthony James, Director of New Nuclear Development

Shannon Bowyer Hudson, Esquire
K. Chad Burgess, Associate General Counsel
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THE PUBLIC SERVICE COMMISSION OF

QC Dl [‘)l ,( on R\/[LE
SOUTH CAROLINA COVMISSION

BEFORE

DOCKET NO. 2008-196-E

IN RE:

In re:
Combined Application of South Carolina
Electric & Gas Company for a Certificate of

Environmental Compatibility and Public CERTIFICATE OF SERVICE
Convenience and Necessity for a Base Load QUARTERLY REPORT
Review Order for the Construction and ENDING December 31, 2014

Operation of a Nuclear Facility in
Jenkinsville, South Carolina

This is to certify that I have caused to be served this day one (1) copy of the Confidential
Version and ten (10) copies of the Public Version of South Carolina Electric & Gas
Company’s Letter and Quarterly Report Ending December 31, 2014, upon the person named
below, via hand delivery and electronic mail to the PSC as listed below:

The Honorable Jocelyn Boyd

Chief Clerk and Administrator

Public Service Commission of South Carolina
101 Executive Center Drive

Columbia, South Carolina 29210
jocelyn.boyd@psc.sc.gov

. Oty

he M. Crosthwaite

Columbia, South Carolina
This 13th day of Febuary, 2014
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PUBLIC VERSION

V.C. Summer Nuclear Station Units 2 & 3

Quarterly Report to the South Carolina Office of Regulatory Staff
Submitted by South Carolina Electric & Gas Company
Pursuant to Public Service Commission Order No. 2009-104(A)

Quarter Ending December 31, 2014

L Introduction and Summary

A. Introduction

This quarterly report is submitted by South Carolina Electric & Gas Company
(SCE&G or the Company) to the Public Service Commission of South Carolina (the
Commission) and the South Carolina Office of Regulatory Staff (ORS). It is submitted in
satisfaction of the requirements of S.C. Code Ann. § 58-33-277 (Supp. 2014) and the
terms of Commission Order No. 2009-104(A). This report provides updated information
concerning the status of the construction of V.C. Summer Nuclear Station (VCSNS)
Units 2 & 3 (the Units) and provides the current capital cost forecasts and construction
schedules for the Units as of the close of the quarter. In Order No. 2012-884 dated
November 15, 2012, the Commission approved updated construction and capital cost
schedules for the Units. This report provides a comparison of the current schedules and
forecasts against those approved in Order No. 2012-884.

B. Structure of Report and Appendices

" The current reporting period is the quarter ending December 31, 2014. The report
is divided into the following sections:

SectionI:  Introduction and Summary;
Section II:  Progress of Construction of the Units;
Section ITI:  Anticipated Construction Schedules;

Section IV: Schedules of the Capital Costs Incurred Including Updates to the
Information Required by S.C. Code Ann. § 58-33-270(B)(6) (the
Inflation Indices);

Section V:  Updated Schedule of Anticipated Capital Costs; and

Section VI: Conclusion.

1
Quarterly Report: December 31,2014
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PUBLIC VERSION

Appendices 1, 2, and 4 to this report contain detailed financial, milestone and
other information updating the schedules approved by the Commission in Order No.
2012-884. For reference purposes, Appendix 3 provides a copy of the capital cost
schedule for the project as approved in Order No. 2012-884. Appendix 5 provides a list
of the License Amendment Requests (LARs) filed by SCE&G with the Nuclear
Regulatory Commission (NRC).

A confidential and a public version of this report and its attachments are being
provided. Unless otherwise specified, all cost information reflects SCE&G’s 55% share
of the project’s cost in 2007 dollars. Attached to the end of the report is a glossary of
acronyms and defined terms used.

C. Construction Schedule and Milestones

As of the close of the period, one milestone, Set Nuclear Island Structural Module
CAO03 for Unit 2, was more than 18 months delayed. As reported on Appendix 1, page 9,
two future equipment milestones, both related to the fabrication of the Reactor Coolant
Pumps (RCP), are projected to be delayed by between 19 and 26 months, but no impact
on the construction schedule is anticipated from this RCP fabrication delay. SCE&G
anticipates updating all construction milestone completion dates based on the Revised
Fully Integrated Construction Schedule. As of the close of the reporting period,
negotiations concerning that schedule were underway but SCE&G had not agreed to new
commercial operation dates for the Units.

There are 146 specific milestones for reporting purposes. As of December 31,
2014, 101 have been completed. Comparing the scheduled milestone completion dates,
as of the date of this report, to the milestone completion dates approved by the
Commission in Order No. 2012-884, the completion dates of 43 milestones have
changed. Of these, one has been accelerated and 42 have been delayed by between 2 and
26 months.

The Unit 2 and Unit 3 Construction Schedules. During the third quarter of
2013, WEC/CB&I (the Consortium) provided SCE&G with revised Unit 2 and Unit 3
construction schedules (Revised Unit 2 and Unit 3 Schedules) which were based on a
reevaluation of the submodule production schedule at the CB&I facility in Lake Charles,
Louisiana. Based on these schedules, it was anticipated that Units 2 and 3 would be
completed in the last quarters of 2017 and 2018 or the first quarters of 2018 and 2019,
respectively. From the perspective of the Engineering, Procurement and Construction
Contract (EPC Contract) as amended between SCE&G and WEC/CB&I, SCE&G has not
agreed to these schedule changes and advised WEC/CB&I that it remained obligated to
satisfy the dates previously agreed to in the EPC Contract.

During the fourth quarter of 2013, the Consortium began a full re-baselining of the
Unit 2 and Unit 3 construction schedules to incorporate a more detailed evaluation of the

2
Quarterly Report: December 31,2014
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engineering and procurement activities necessary to accomplish the schedules and to
provide a detailed reassessment of engineering and design resource allocations,
procurement, construction work crew efficiencies, and other items. In August 2014,
SCE&G received preliminary information from the Consortium regarding the substantial
completion dates of the two Units. Since receiving the August 2014 preliminary schedule
information and associated cost estimates, SCE&G has worked with Consortium
executive management to evaluate this information. Based upon this evaluation, the
Consortium has indicated that the substantial completion date of Unit 2 is expected to
occur by June 2019 and that the substantial completion date of Unit 3 may be
approximately 12 months later. As a result, the completion dates for a number of
milestones are expected to extend beyond the 18-month contingency period. SCE&G is
continuing discussions with Consortium executive management in order to identify
potential mitigation strategies to possibly accelerate the substantial completion date of
Unit 2 to a time earlier in the first half of 2019 or to the end of 2018, with Unit 3
following approximately 12 months later. As of the close of the reporting period, the
scheduling changes included in this preliminary information remained under review and
had not been accepted by SCE&G.

During the third quarter of 2014, the Consortium provided preliminary cost
estimates principally related to the delays for non-firm and non-fixed scopes of work to
achieve the late 2018 substantial completion date for Unit 2. SCE&G’s 55% portion of
this preliminary estimate is approximately $660 million. This figure is presented in 2007
dollars and would be subject to escalation. It also excludes any Owners cost amounts
associated with delays which could be significant. Further, this figure does not reflect
consideration of liquidated damages provisions of the EPC Contract which would partly
mitigate any such delay-related costs. The Consortium’s preliminary schedule and the
cost estimate information have not been accepted by SCE&G and as of the close of the
period were under review, but SCE&G cannot predict when a revised schedule and cost
estimate will be resolved with the Consortium. When new construction schedule
dates and costs become sufficiently certain to be properly included in schedules
filed under the Base Load Review Act (BLRA), SCE&G expects to petition the
Commission for an order to update its construction milestone and capital cost estimate
schedules for the project as the BLRA permits.

Milestone Schedules. The anticipated milestone completion dates presented in
this report, related to construction activities, reflect the completion dates contained in the
Revised Unit -2 and Unit 3 Schedules as updated through the project report that
WEC/CB&I provided to SCE&G in February 2014.

SCE&G anticipates updating all construction milestone completion dates when the
Revised Fully Integrated Construction Schedule has been reviewed and new commercial
operation dates have been accepted. Pending completion of this review, the Revised Unit
2 and Unit 3 Schedules as updated through the project report that WEC/CB&I provided
to SCE&G in February 2014 remain the current schedules for the project. This is the

3
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schedule on which mid- and long-term project construction milestones are based in this
report. As to near-term milestones, WEC/CB&I provides updates on these activities on an
ongoing basis, and the associated milestones are updated when relevant and definitive
information is received from WEC/CB&I indicating a change. Equipment milestone
dates are updated routinely as definitive information is received from equipment
fabricators, suppliers and shippers. The equipment milestone dates reported here reflect
the most current, updated information.

D. Construction Costs and Cost Forecasts

Spending through December 31, 2014, in current dollars is approximately $1.059
billion less than the capital cost schedule approved in Order No. 2012-884. This is
primarily attributable to the delays in the construction schedule as discussed in Section
I.C. SCE&G anticipates that it will continue to expend amounts less than the amounts set
forth in the current capital cost schedule until a revised capital cost forecast is approved
by the Commission. SCE&G is currently in the process of evaluating its capital cost
forecast for 2015 and beyond and will include this information in its future BLRA filings.

The present cash flow forecast indicates that the Company will be able to
complete the Units for $4.548 billion in 2007 dollars, which is the amount approved in
Order No. 2012-884. This does not include consideration of any additional EPC Contract
costs or Owners cost associated with the schedule and cost information that was under
negotiation with WEC/CB&I at the close of the review period. In addition, these cost
projections have not been updated for certain change orders which had been negotiated or
were under negotiation at the close of the reporting period, including Plant Layout
Security, Cyber-Security Phase II, ITAAC Maintenance, Perch Guards, Plant Reference
Simulator Hardware and Software Upgrade, and WEC Health Care Costs. As set forth in
Section II.H., the value of these additional change orders is approximately $40 million.

Additional costs will be included in future filings as they become sufficiently
certain to be included in BLRA capital cost schedules.

The current cost estimates include changes in timing of costs and minor shifts in
costs among cost categories that occur in the normal course of managing the project. All
amounts set forth in this Quarterly Report are based on SCE&G’s existing 55% interest,
except where expressly stated to be based upon 100% of the cost.

Cash Flow Forecasts and the Revised Unit 2 and Unit 3 Schedules. The cash
flow forecasts provided in this report reflect changes in the timing of certain payments to
WEC/CB&I based on the Revised Unit 2 and Unit 3 Schedules. Although the timing of
cash flows has been revised, no increases in costs in 2007 dollars resulting from the
Revised Unit 2 and Unit 3 Schedules or the information received in August 2014 are
included in the cash flow estimates provided in this report. Inclusion in the cash flow

4
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forecasts of the change orders discussed immediately above, however, will increase the
cost of the project by the amount of approximately $40 million in 2007 dollars.

Cost Comparisons. In Order No. 2009-104(A), the Commission recognized that
forecasts of Allowance for Funds Used During Construction (AFUDC) and escalation
would vary over the course of the project and required those forecasts to be updated with
each quarterly report. Escalation indices were issued in October 2014 for the period of
January through June 2014 and have been used in forecasting the construction costs for
the project that are presented here.

Chart A below compares the current capital cost forecast to the forecast presented
in the last quarterly report. This chart shows a decrease in Gross Construction Costs of
$0.9 million over the life of the project. With each quarterly update, a quarter that had
been subject to the five-year escalation rate becomes subject to the one-year rate. The
figures reported on Chart A also include the effect of calculating escalation on an
updated cash flow projection for the project.

Chart A: Reconciliation of Capital Cost ($000)

Projected @ 12/31/14 | Projected @ 09/30/14
(Five-Year Average | (Five-Year Average
Forecast Item Escalation Rates) Escalation Rates) Change
Gross Construction $5,795,986 $5,796,907 ($921)
Less: AFUDC $266,471 $272,377 ($5,906)
Total Project Cash Flow $5,529,515 $5,524,530 $4,985
Less: Escalation $981,110 $976,125 $4,985
Capital Cost, 2007 Dollars $4,548,405 $4,548,405 $0
5

Quarterly Report: December 31, 2014
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Chart B compares the current capital cost forecast to the forecast on which the
Commission relied in adopting Order No. 2012-884. Chart B shows that the forecasted
capital cost of the Units in 2007 dollars has not changed. Due to the changes in
forecasted escalation and AFUDC (see Section LF. below) the cost of the plant in future
dollars has increased by approximately $41 million since Order No. 2012-884 was issued.

Chart B: Reconciliation of Capital Cost ($000)

Projected @ 12/31/14 | As Forecasted and
Forecast Item (Five-Year Average | Approved In Order Change
Escalation Rates 2012-884
Gross Construction $5,795,986 $5,754,565 $41.421
Lesgs: AFUDC $266,471 $237,715 $28,756
Total Project Cash Flow $5.529.515 $5,516,849 $12,666
Less: Escalation $981.110 $968.444 $12,666
Capltal COSt, 2007 Dollars $4,548,405 $4,548,405 $0
6

Quarterly Report: December 31, 2014
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Chart C below shows the current forecasts of the cost of the Units compared to
the cost forecasts underlying the initial BLRA order, which was issued by the
Commission in 2009, and the update orders that the Commission issued subsequently.
The decline in capital cost forecasts in 2007 dollars between Order No. 2010-12 and
2011-345 reflects the removal of Owner’s contingency amounts from the forecasts as
required by the opinion of the Supreme Court of South Carolina in South Carolina
Energy Users Comm. v. South Carolina Pub. Serv. Comm’n, 388 S.C. 486, 697 S.E.2d
587 (2010). This chart shows that while the cost of the project in 2007 dollars has
increased by $13 million since the initial forecasts, the cost of the project in future dollars
is approximately $517 million below the initial forecast.

Chart C: Summary of Nuclear Filings (billions of $)

Forecast Item Order No. | Order No. | Order No. | Order No. | Projected @
LOTecast oM | 2009-104(A) | 2010-12 | 2011-345 | 2012-884 | 12/31/2014
Capital Cost,
5007 Dollare $4.535 $4.535 $4.270 $4.548 $4.548
Escalation $1.514 $2.025 $1.261 $0.968 $0.981
Tow Prlect | ceoso | 96560 | 85531 | 5517 $5.530
AFUDC $0.264 $0.316 $0.256 $0.238 $0.266
C Gross $6.313 $6.875 $5.787 $5.755 $5.796
onstruction
E. Escalation Rates

As provided in Order No. 2009-104(A), the most current one-year inflation indices
are used to escalate costs occurring in the twelve-month period after the date of each
quarterly report. The most current escalation indices are found in the Handy-Whitman
July 2014 update which was issued in October 2014 and reports data for the period
January through June 2014. Those rates are reflected in this report. The approved capital
cost targets have been adjusted to reflect the currently reported historical escalation rates.
The forecasted costs provided here reflect SCE&G’s calculations related to the

7
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WEC/CB&I Claims, which change the index applicable to Firm with Indexed Adjustment
cost categories going forward from a floating Handy-Whitman adjustment to a fixed rate
for the life of the project.

As shown on Appendix 4, utility construction cost escalation rates were at
historically high levels during the period 2005-2008 and have since dropped. Current
escalation rates are shown below on Chart D. When compared to the previous Handy-
Whitman release, the most recent update shows an upward trend in the one-year and five-
year average rates.

Chart D: Handy-Whitman Escalation Rates

Escalation Rate Comparison
July-Dec 2013 Jan-June 2014

HW All Steam Index:
One-Year Rate (1.15%) 2.52%
Five-Year Average 2.05% 3.21%
Ten-Year Average 4.62% 4.35%
HW All Steam/Nuclear Index: .
One-Year Rate (1.32%) 2.52%
Five-Year Average 2.09% 3.21%
Ten-Year Average 4.65% 4.38%
HW All Transmission Plant Index:
One-Year Rate (0.34%) 1.68%
Five-Year Average 0.55% 2.63%
Ten-Year Average 4.57% 4.05%

F. AFUDC

Consistent with Order No. 2009-104(A), SCE&G computes AFUDC based on the
Federal Energy Regulatory Commission (FERC) approved methodology as applied to the
balance of Construction Work in Progress (CWIP) that is outstanding between rate
adjustments. SCE&G’s projected AFUDC rate is currently 7.27%, compared to the rate
of 5.28% that applied when Order No. 2012-884 was issued.

8
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G. Compliance with the Commission-Approved Cumulative Project Cash
Flow Target

The current Cumulative Project Cash Flow target for the project was adopted by
the Commission in Order No. 2012-884. In Order No. 2009-104(A), the Commission
provided that the applicable Cumulative Project Cash Flow target would be adjusted with
each quarterly report to reflect updated escalation data.

Appendix 2 provides the Commission-approved Cumulative Project Cash Flow
target updated for current escalation data. The cash flow targets through June 2014 have
been updated to reflect actual escalation rates. The cash flow targets for the third quarter
of 2014 and beyond have been updated based on the most recently available inflation
indices, which for purposes of this report, are the indices provided in October 2014 that
report data for the period January through June 2014. When final actual indices for 2014
become available, the cash flow data for 2014 will be revised to reflect the actual
escalation rates.

Appendix 2 compares the approved Cumulative Project Cash Flow target to the
current cumulative cash flow schedules for the project, which include actual costs where
available and SCE&G’s working forecasts of annual cash flows for future years. In
addition, the project cash flow targets presented on Appendix 2 for 2012 have been
adjusted to reflect timing differences between the billing methodology under the EPC
Contract and the calculation of the escalated cash flow targets under Order No. 2009-
104(A). Under the EPC Contract, for periods where actual escalation rates are not
available, WEC/CB&I bills SCE&G based on a rolling 2-year average of the applicable
Handy-Whitman rate and provides adjustments to reflect the actual rate when it is known.
An adjustment has been made to Appendix 2 target calculations to offset the timing
differences that arise as a result of WEC/CB&I’s approach to estimated billings and
credits. This adjustment applies to those EPC Contract cost categories that are subject to
indexed escalation.

H. Nuclear Production Tax Credits

In August 2014, the Internal Revenue Service notified SCE&G that, subject to a
national megawatt capacity limitation, the electricity to be produced by each of the Units
would qualify for nuclear production tax credits under Section 45J of the Internal
Revenue Code to the extent that the Units are operational before January 1, 2021, and
other eligibility requirements are met. To the extent that production tax credits are
realized, their benefits are expected to be provided to SCE&G’s electric customers.

9
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II.  Progress of Construction of the Units
A. Construction

The project continues to maintain an excellent safety record that exceeds industry
expectations for projects of comparable size.

Progress continues at a steady pace in the multiple areas that constitute the project.
SCE&G has provided an online video showing the progress made in 2014 on the
construction of the Units. The video may be accessed directly at https://www.youtube.
com/watch?v=5nLfn-SWJAU&index=1&list=PL. A8526A9E662516DA or by using the
online search phrase “SCE&G Highlights Nuclear Construction Progress in 2014.”

As of the end of the fourth quarter, the critical path for Unit 2 runs through
placement of concrete to support the Unit 2 Shield Building and fabrication of the Shield
Building panels. Secondary construction critical paths include the successful assembly
and setting in place of the CAO1 module and construction of the Annex Building to
support first energization of the plant for systems testing. The critical path for Unit 3
continues to run through the successful fabrication and setting in place of the CA20
module followed by the receipt of the CA01 submodules and the successful assembly and
setting in place of the CAOl module. However, these matters will be updated as
WEC/CB&I continues its review of the construction schedule and as negotiations
continue concerning schedule adjustments.

1. Unit 2 Nuclear Island (NI)

Outfitting of CA20 continued to ready the module for the placement of the
concrete within the steel structures that form the framework for its walls. Work
continued to fabricate and attach the anchor blocks that will anchor CA20 to the
Unit 2 basemat. The installation of rebar and piping, and the placement of
concrete continued in the interior and exterior walls of the Unit 2 NI Auxiliary
Building. Concrete was placed in the fourth of six total layers of concrete to be
placed on top of the Unit 2 NI basemat, upon which the Unit 2 Shield Building
panels will be installed. The installation of rebar began for the fifth layer of
concrete.

2. Unit 3 Nuclear Island

The installation of rebar and the placement of concrete continued during the
period for sections of the interior and exterior walls of the Unit 3 NI Auxiliary
Building. The installation of rebar for the Unit 3 Shield Building foundation also
continued. Backfill work continued around the exterior of the Unit 3 NI

The first layer of concrete inside the Unit 3 Containment Vessel Bottom
Head (CVBH) was placed.

10
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3. Units 2 and 3 Turbine Buildings and Condensers

Work continued during the period to weld-out or bolt-up structural steel for
the Unit 2 Turbine Building including the turbine pedestals. Work commenced on
installation of the Ventilation System, Condensate Polishing System, and
Secondary Supplying System.

The placement of concrete under the Unit 3 Turbine Building continued.
The erection of the structural steel modular sections of the Unit 3 Turbine
Building, CH80 and CHS82, continued during the period.

4. Unit 2 and Unit 3 Containment Vessel (CV) Fabrication

Welding of the Unit 2 CV Ring 1 to the CVBH continued during the
period. The coating of Unit 2 CV Ring 2 air baffle supports was completed during
the period and the installation of attachment plates continued. Welding of the
third and final course of plates making up Unit 2 CV Ring 3 was completed.
Welding continued on both Unit 3 CV Ring 1 and Unit 3 CV Ring 2.

Acceptance rates based on the Radiographic Testing (RT) of welds on the
Units 2 and 3 CVBH and CV Rings remain above 99%.

5. Cooling Towers

Work continued to install the electrical and mechanical systems and to
inspect and repair welds in Cooling Towers 2A and 3A. The installation of rebar
and the placement of concrete for the walls of Cooling Tower 2B continued during
the period. Structural work on Cooling Tower 3B also continued during the
period. The placement of rebar and concrete continued for the construction of the
pump basin for the Unit 2 Cooling Towers.

6. Unit 2 High-Side Switchyard

WEC/CB&I continued installing concrete foundations and walls for the
Unit 2 Transformers in the Unit 2 High-Side Switchyard, which is located adjacent
to the Unit 2 Turbine Building.

7. Unit 2 Switchyard

SCE&G has experienced capacitor failures in the Unit 2 Switchyard. The
Unit 2 Switchyard remains under warranty, and CB&I and its subcontractor
responsible for its construction are investigating the issue to determine the cause
of the capacitor failures and appropriate corrective action.
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8. Offsite Water System (OWS)

WEC/CB&I continued to install equipment skids in the OWS facility and
work progressed on ancillary buildings.

9, Workforce

Currently, approximately 3,500 WEC/CB&I personnel and subcontractor
personnel are employed on site. Approximately 56% of these jobs are held by
South Carolina residents.

B. Equipment and Fabrication

Throughout the period, major equipment for the project continued to arrive at the
site from manufacturers throughout the world. Major equipment is considered as any
equipment with a cost of $10 million or greater. At the end of the period, approximately
85% of the Unit 2 major equipment and 30% of Unit 3 major equipment had been
delivered to the project. This amounts to approximately 56% of all major equipment for
the project.

1. Steam Generators

During the period, the Unit 2 Steam Generators were in transit to the site
from Doosan’s facilities in South Korea and were delivered to the site shortly after
the end of the period. Machining, cladding and welding of components of the Unit
3 Steam Generators continued at Doosan with no significant issues.

2, Reactor Coolant Pumps

During the period, WEC redesigned and tested the lower thrust bearings of
the RCPs. This redesign was in response to indications related to bearing
performance during loss of cooling water event tests. Testing indicated that issues
with these bearings were not resolved by the redesign. The anticipated delivery of
the Unit 2 RCPs on site has been delayed from the date anticipated in Order No.
2012-884 by approximately 26 months and the Unit 3 RCPs have been delayed by
16 months from the comparable date. The additional delay is not anticipated to

affect the construction schedule. This is a focus area for the project. Acceptance

testing of the redesigned pumps is ongoing.

3. Core Make-Up Tanks, Accumulator Tanks, Pressurizers and the
Passive Residual Heat Removal Heat Exchanger (PRHR)

During the period, hydrostatic testing of the Unit 3 Core Make-Up Tank 1
was completed. Unit 3 Core Make-Up Tanks 1 and 2, along with the Unit 2
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Pressurizer, were shipped during the period and were delivered shortly after the
close of the period. The Unit 2 PRHR is staged at Carolina Energy Solutions in
Rock Hill, South Carolina in anticipation of work related to a potential design
modification to enhance the PRHR. Fabrication of the Unit 3 PRHR and
Pressurizer continued at the Mangiarotti facilities.

4. Reactor Coolant Loop (RCL) Piping

All RCL piping for Units 2 and 3 has been delivered to the United States
from IBF’s facilities in Italy. The RCL hot and cold legs were shipped to Carolina
Energy Solutions in Rock Hill for final machining of instrument connections.
Surge lines were shipped and delivered directly to the site.

5. Squib Valves

The squib valves are in the process of being redesigned to address
anomalies uncovered during the initial equipment qualification testing. SCE&G
continues to monitor work being done by WEC and SPX to demonstrate that the
valves will perform their design basis functions. This is a focus area for the
project. No construction schedule impact is anticipated at this time.

6. Information Technology

Site Fiber Optic System. Work on the fiber optic cable system continues
to progress as expected. Additional runs of fiber are being installed as site
development progresses.

Configuration Management Information System (CMIS). CMIS is the
system that will store documents and data related to the design and engineering of
the Units, the Quality Assurance/Quality Control (QA/QC) records of equipment,
operating programs and protocols for the Units. SCE&G continues to configure
and test CMIS and expects the completion date to support the initial turnover of
completed Unit 2 plant systems to SCE&G.

Work Management System (WMS). During the period, SCE&G received
several of the major software modules for the WMS. SCE&G expects to begin
module testing in the first quarter of 2015 and integrated systems testing later in
the year. Work is progressing as expected.

Handover and Turnover of Proprietary Information. During the
period, SCE&G and WEC/CB&I completed the pilot program for turnover of
proprietary information for inclusion in the CMIS and the WMS and for other
purposes. SCE&G has begun importing document transmittal files into the system
for testing purposes. SCE&G and WEC/CB&I continue to develop and implement
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processes to organize and control the handover and turnover of proprietary
information related to the Units.

7. Module Fabrication and Assembly

Challenges related to fabrication of submodules continue to be a focus area
of the project:

~ The Revised Module Production Schedule. As indicated in Section ILA.,
the fabrication and delivery of Shield Building panels and CA submodules are
critical path items for both Units. Accordingly, production of these modules
remains a very important focus area for the project. SCE&G maintains a presence
on site at CB&I-LC to monitor activities and interact with CB&I-LC leadership on
a regular basis. Additionally, SCE&G has added a presence on site at MetalTek-
SMCI Division (SMCI) in Lakeland, Florida.

Unit 2 Submodules. The CA0l1 module houses the steam generator
components, pressurizer and refueling canal within the CV. By the end of the
period, all 47 CA01 submodules had been received on site and receipt inspections
had been completed to support on-site assembly. Assembly of the CAO1
submodules continued throughout the period. Delays in setting the Unit 2 CA01
module would likely affect the schedule for setting the Unit 2 CA03 module and,
therefore, the other construction activities that follow the setting of that module.
For this reason, SCE&G is monitoring the schedule for completing and setting the
Unit 2 CAO1 module closely.

The CA02 module forms part of the in-containment refueling water storage
tank and pressurizer cubicle wall. By the end of the period, all CA02 submodules
had been received on site.

The CA03 module forms part of the in-containment refueling water storage
tank and pressurizer cubicle wall within the CV. Fabrication of CA03 submodules
continued throughout the period at SMCI.

The CA05 module forms part of the chemical and volume control system
tunnel and passive core cooling system walls within the CV. Assembly of the
CAO05 submodules on the platen was completed during the period and the module
was set in the CV.

In addition, during the period, the CA22 module, which forms part of the
Auxiliary Building floor, was received on site from the fabricator, Greenberry
Industrial, and various modules forming the concrete walls inside the CV were
received on site from SMCI.
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Unit 3 Submodules. Work continued at Oregon Iron Works and CB&I-LC
facilities for the Unit 3 CA20 submodules. Work continued on the CAO01
submodules at the Toshiba & IHI Corporation facilities in Japan.

Mechanical Modules. Mechanical modules are skids or racks that hold
pumps, cable trays, pipes, conduits, valves or similar equipment and are being
fabricated at the CB&I-LC and CB&I Island Park facilities in Beaumont, Texas.
During the period, the fabrication of higher-priority Unit 2 mechanical modules
and the assembly of the first floor Auxiliary Building mechanical modules
continued on site.

Shield Building. During the period, additional shipments of the panels
which will comprise the steel walls of the Unit 2 Shield Building were received on
site from Newport News Industries. By the end of the period, 35 Unit 2 and 1
Unit 3 Shield Building panels had been delivered to the site.

Conclusion. Senior. management from both SCE&G and WEC/CB&I
continue to monitor the fabrication and delivery process related to submodules.
WEC personnel continue to provide on-site engineering support for production at
CB&I-LC. SCE&G continues to maintain a permanent resident at the CB&I-LC
facility who provides additional monitoring and has added a resident at the SMCI
facility. The fabrication of the submodules continues to be an important area of
focus for the project. '

C.  Quality Assurance and Quality Control

The New Nuclear Deployment (NND) Quality Systems Group continues its
QA/QC oversight activities to ensure that WEC/CB&I is meeting quality requirements on
site, internally, and at suppliers and sub-suppliers. If effective oversight by SCE&G or
WEC/CB&I is not demonstrated in any area, the Quality Systems group tracks and
escalates concerns to ensure that QA/QC systems are improved to ensure effective results
going forward. During the fourth quarter, the Quality Systems group focused attention
on new module suppliers and the implementation of their QA/QC programs. In addition,
the Quality Systems group continued to target (1) site surveillances on welding, storage
requirements, and concrete pours, and (2) off site sub-supplier surveillances for the
safety-related components of Core Make-Up Tanks, Pressurizers, Steam Generators and
Casings. During the period, the Quality Systems group completed its internal audits of
WEC/CB&I Special Processes, Southern Nuclear Company (SNC) completed its peer
audits of SCE&G Quality Systems, and ASME Management Controls completed its audit
of WEC/CB&I. No conditions significantly adverse to quality were identified.
Corrective actions are underway to address all findings. The Quality Systems group
continues to monitor Safety Conscious Work Environment concerns to ensure that all
personnel are encouraged and supported in reporting safety concerns.

15
Quarterly Report: December 31, 2014

69 40 61 8bed - 3-202-210Z - OSdOS - WV §0:6 9Z Joqualdag 810z - ONISSIO0Hd HO4 d31d300V



PUBLIC VERSION

D. Licensing and Permitting

As licensee for the Units, SCE&G is directly accountable to the NRC for
contractors meeting nuclear safety-related QA/QC requirements both at the project site
and at the facilities of its component manufacturers and equipment suppliers worldwide.
WEC/CB&I, through the EPC Contract, is responsible to SCE&G for making sure that
these requirements are met.

1. NRC Inspections

During the period, the NRC issued its Third Quarter Integrated Inspection
Report that identified no findings. The NRC also conducted two additional
inspections during the fourth quarter. A Fitness for Duty and Handling of
Safeguards Information Inspection was conducted and indicated no findings. A
Civi/ITAAC Inspection identified one potential Green Non-Cited Violation for a
module CA20 shim design that did not fully meet code requirements. A Green
finding is the least significant in the NRC Construction Reactor Oversight
Process. It qualitatively indicates licensee performance is acceptable and that
NRC Construction Reactor Oversight Process cornerstone objectives are fully
met.

2. LARs

The NRC approves changes from the approved licensing basis for nuclear
units through the LAR request and review process. SCE&G envisions that filings
for LARs will be a normal part of the construction program for the Units going
forward under the Combined Operating Licenses (COLs).

During the fourth quarter of 2014, SCE&G filed six new LARs with the
NRC. The NRC has granted a total of twenty-six LARs. Five LARs were granted
during the reporting period. Seventeen LARs were pending on December 31,
2014. For ease of reference, a report that tabulates all the LARs submitted by
SCE&G to the NRC as of December 31, 2014, is attached as Appendix 5.

3. Inspections, Tests, Analyses and Acceptance Criteria

In the fourth quarter of 2014, SCE&G submitted eleven ITAAC Closure
Notifications (ICN) to the NRC. Ten of the eleven ICNs have been verified
complete by the NRC. SCE&G reported in the previous period that it intended to
submit 13 ICNs to the NRC during the fourth quarter. Two of these submittals
have been shifted to a later date. At this time, SCE&G anticipates submitting five
ICNs to the NRC in the first quarter of 2015.
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4, Major Construction Permits

No other major construction-related permits are outstanding. Other
construction-related permits are anticipated to be obtained in the ordinary course
of administering the project.

E. Engineering
1. Engineering Completion Status

As of December 31, 2014, the Units 2 & 3 plant design packages issued for
construction (IFC) are 92% complete. IFC delivery from WEC/CB&I continues to
be a focus area, and SCE&G is conducting monthly oversight meetings with
WEC/CB&I concerning this issue.

2. Site Specific Design Activities

Site specific design work is ongoing in support of the following site
specific systems: Circulating Water System (CWS), Power Distribution Center
(PDC), Uninterruptible Power Supply (UPS), Raw Water System (RWS), Offsite
Water System (OWS), Service Building, and Tabletop Switchyard.

F. Training

1. Plant Reference Simulator (PRS). During the period, SCE&G
completed site acceptance and American National Standards Institute/American
Nuclear Society (ANSI/ANS) 3.5 testing on both Baseline 7 simulators anticipated to
become the PRS when validated by the NRC. The ANSI/ANS 3.5 Standard
establishes the functional requirements for full-scope nuclear power plant control
room simulators for use in operator training and examination. Integrated Systems
Validation (ISV) testing was postponed during the period so WEC testing documents
and licensing documents could be updated through a LAR to correct inconsistencies.
SCE&G is assessing regulatory alternatives with the NRC that would allow Initial
Licensed Operator (ILO) exams to proceed pending issuance of a LAR pertaining to
the ISV. At this time, delays related to these matters are not likely to impact
SCE&G’s readiness to support initial fuel load for Unit 2. This remains a focus area.

2. Initial Licensed Operator Training. During this period, all ILO
training was placed on a pause for the last month of 2014 to allow time to revise and
update training materials and resources as a result of the updating of WEC testing and
licensing documents and the associated ISV testing postponement. It is expected that
the ILO training will resume early in the first quarter of 2015 to support the first ILO
class taking the NRC written and integrated operator simulator exams in May 2015. A
second ILO class of 24 students is scheduled to resume training at the end of the first
quarter of 2015 with an NRC testing date scheduled for November 2015. A third
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class of 18 students will resume training early in the first quarter of 2015 with an
NRC testing date scheduled for September 2016.

3. Maintenance and Technical Staff Training. During the period,
Chemistry completed Tier 3 training which is made up of AP1000-specific Chemistry
topics. Candidates in other disciplines were engaged in the development of plant
programs and procedures pending the next round of their classroom training
scheduled in the first quarter of 2015.

G. Operational Readiness

1. Mission Critical Hiring. SCE&G has continued to successfully fill
the 2014 operational readiness staffing positions that have been identified as
mission critical. By the close of the period, seventy-three of seventy-four mission
critical hires had been completed for 2014.

2. Programs and Procedures. During the period, SCE&G continued
to perform a detailed evaluation of the impacts of the draft Revised Fully
Integrated Construction Schedule on the operational readiness program and the
allocation of resources to support the Plant Support/Programs Engineering
schedule. The goal of this project is to produce a fully integrated and resource-
loaded plan for the completion of all operations, maintenance and technical
training programs and procedures that must be in place to support the Units’ initial
nuclear fuel loads. Completing this work remains a focus area due to the extent of
work required and the availability of engineering resources.

During the period, operations procedures were received from WEC,
comments were provided and changes were incorporated into the Baseline 7 plant
simulator in support of a May 2015 NRC ILO examination.

SCE&G and WEC are currently negotiating roles, responsibilities and
scope issues related to the on-going refinement of the design of the
Instrumentation and Controls systems for the Units. These changes may impact
operating procedures and associated training materials.

3. Collaborative Equipment Reliability Program. The collaborative
project with SNC to classify structures, systems and components and to establish
maintenance strategies for the AP1000 continues. Efforts to realign resources in
this area have allowed SCE&G to maintain the current schedule consistent with
SNC'’s program schedule.

4. Materials Procurement Engineering. In the prior period, SCE&G
and WEC/CB&I began an engineering study to determine the technical
requirements and supply chain activities that are necessary to identify the spare
parts inventory required to support the safe, reliable and efficient testing and
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operation of the Units. SCE&G and WEC/CB&I are now negotiating commercial
and scope issues related to the study. SCE&G is coordinating with SNC
concerning a shared inventory of large capital spares where possible.

H. Change Control/Owners Cost Forecast

1. Plant Layout Security. At the close of the review period, SCE&G
and WEC/CB&I were nearing the completion of negotiations of a change order
related to changes in plant layout to enhance the physical security of the Units.
These reviews have been conducted based on NRC and nuclear industry standards
that have become increasingly stringent in the years after the events of 9/11.
SCE&G has determined that it is reasonable and prudent to alter the site layout in
various ways to improve its physical security. The cost associated with this work
is $20.35 million.

2. Cyber-Security Upgrades Phase II. At the close of the review
period, SCE&G and WEC/CB&I were completing negotiations of a change order
related to Phase II of the work to upgrade cyber-security protections for the Units.
The agreed upon scope of work and associated costs for this phase of the plan is
$18.8 million.

3. ITAAC Maintenance. At the close of the period, SCE&G and
WEC/CB&I had finalized negotiations of a change order regarding the additional
review of closed ITAACs. The NRC now requires that WEC/CB&I perform a
more detailed review of closed ITAACs to ensure that any intervening changes in
design would not have impacted original approval of the ITAAC. The cost of this
change order is $59,400.

4. Change Order 19, Plant Reference Simulator Hardware and
Software Upgrade. Change Order 19, related to work to upgrade the PRS
hardware and software, was negotiated during the prior period and signed during
the period. The work involves upgrades to enhance PRS displays and PRS
software upgrades subsequent to Baseline 7. The cost of the change order is $1.1
million.

S. Change Order 20, WEC Costs Related to the Implementation of
the Health Care and Education Reconciliation Act of 2010 and Prior Health
Care Acts (“Health Care Act”). Change Order 20, related to WEC’s increased
costs of compliance with the Health Care Act, was being finalized during the
period and was executed shortly after the close of the period. The forecasted cost
of this change order is $206,589 and covers additional actual costs for 2011, 2012,
and 2013. SCE&G anticipates receiving additional change orders for time periods
beyond 2013.
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6. Change Order 18, Perch Guards. Change Order 18, providing for
the installation of perch guards on transmission structures to prevent avian
interference with system reliability, was negotiated during the prior period and
signed during the period. The cost of the change order is $14,056.

7. Other Change Orders. Negotiations continued on (1) the final
‘language for Change Order 16 (delay in receiving the combined operating
licenses, Shield Building redesign, module redesign, and Unit 2 rock conditions);
and (2) Change Order 17 (equipment required to be installed in the OWS for the
removal of bromide from raw water during treatment, the transfer of certain CB&I
start-up construction support Time & Material scopes of work and associated
dollars to the Target and Firm price categories, and other miscellaneous items).
Costs related to Change Order 16 were approved by the Commission in Order No.
2012-884. There will be no increase to EPC Contract costs as a result of Change
Order 17.

8. Notices of Change. During the period, SCE&G received two
Notices of Change for increased costs and project schedule impacts incurred by
WEC/CB&I for changes in concrete reinforcing steel specifications and for several
other areas allegedly impacted by changes to nuclear regulatory requirements.
One Notice of Change was related to requirements for NI basemat reinforcing
steel and shear reinforcing steel. The second Notice of Change was related to
regulatory requirements in nine engineering and licensing areas. Based upon an
invoice provided by WEC/CB&I, SCE&G’s share of these costs would be $28.3
million. SCE&G has not accepted responsibility for these costs and has not paid
this invoice provided by WEC/CB&I.

1. Transmission

1. VCS2-Lake Murray 230 kV Line No. 2 and Segment of the
VCS2-St. George 230kV Line No. 1. The VCS2-Lake Murray 230 kV Line No. 2
is energized. SCE&G plans to energize the segment of the VCS2-St. George 230
kV Line No. 1 that was built as a part of this project when the remaining segment
of that line is built.

2. The Remaining Segment of VCS2-St. George 230 kV Line No. 1
and the VCS2-St. George 230 kV Line No. 2. Construction activities for these
lines continued during the period. The VCS2-St. George 230 kV Line No. 2
segment between VCS2 and the Lake Murray Substation is complete.
Construction of both the No. 1 and No. 2 lines from the Lake Murray Substation
continues from the point where they cross Interstate 20 towards the site of the new
Saluda River Substation. Construction also continued for both the No. 1 and No. 2
lines in the Orangeburg area heading south toward the St. George Switching
Station.
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3. St. George Switching Station. In prior periods, the overall
engineering layout of the station and the topographic surveys of the site were
completed and the official jurisdictional determination of wetlands was received
from the Army Corps of Engineers. Preparation of the site plan and storm water
permit application continued during the period. The current scheduled completion
date is June 2016.

4. Saluda River Substation. Construction continued on the Saluda
River Substation. At the end of the period, the erection of the steel structures was
complete and the main power transformer was placed on the pad. The
construction of the main control house and the fencing and wall around the
substation was also completed during the period. Work on the 115 kV bus was
complete at the end of the period and work on the 230 kV bus remained in
progress. The scheduled completion date is June 2015.

III.  Anticipated Construction Schedules

As of the close of the period, one milestone, Set Nuclear Island Structural Module
CAO03 for Unit 2, was more than 18 months delayed. In addition, as reported on
Appendix 1, page 9, two future equipment milestones are projected to be outside of the
contingency period. SCE&G anticipates filing additional proceedings before the
Commission to update the schedules for the project when an agreement is reached
concerning key provisions of the Revised Fully Integrated Construction Schedule that
was under review at the close of the period.

Appendix 1 to this quarterly report lists and updates each of the specific
milestones constituting the anticipated construction schedules for the Units pursuant to
S.C. Code Ann. § 58-33-270(B)(1) and Order No. 2012-884.

IV. Schedules of the Capital Costs Incurred Including Updates to the Information
Required by S.C. Code Ann. § 58-33-270(B) (6) (the Inflation Indices)

The Capital Costs section of this report (Section IV.A.) provides an update of the
cumulative capital costs incurred and forecasted to be incurred in completing the project.
These costs are compared to the cumulative capital cost targets approved by the
Commission in Order No. 2012-884. The approved capital cost targets have been
adjusted to reflect the currently reported historical escalation rates. There has not been
any use by the Company of the capital cost timing contingencies that were approved by
the Commission in Order No. 2009-104(A). The Inflation Indices section (Section IV.B.)
of this report provides updated information on inflation indices and the changes in them.

As indicated in the Construction Schedule and Milestones section (Section 1.C.),
the cost projections set forth on Appendix 2 do not include consideration of any
additional EPC Contract costs or Owners cost associated with the schedule and cost
information that was under negotiation with WEC/CB&I at the close of the review
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period. In addition, the cost projections set forth on Appendix 2 have not been updated
for certain change orders which had been negotiated or were under negotiation at the
close of the reporting period, including Plant Layout Security, Cyber-Security Phase II,
ITAAC Maintenance, Perch Guards, Plant Reference Simulator Hardware and Software
Upgrade, and WEC Health Care Costs. As set forth in the Change Control/Owners Cost
Forecast section (Section IL.H.), the value of these additional change orders is
approximately $40 million.

Additional costs will be included in future filings as they become sufficiently
certain to be included in BLRA capital cost schedules.

A.  Capital Costs

Appendix 2 shows the Cumulative Project Cash Flow target as approved in Order
No. 2012-884 and as updated for escalation and other Commission-approved adjustments
under the heading “Per Order 2012-884 Adjusted.”

Appendix 2 also shows the cumulative cash flow for the project based on actual
expenditures to date and the Company’s current forecast of cost and construction
schedules under the heading “Actual through December 2014 plus Projected.”

As shown on Appendix 2, the expenditure for the project for the 12 months ended
December 31, 2014, is approximately $512 million. As shown on Appendix 2, line 39,
the cumulative amount spent on the project as of December 31, 2014, is approximately
$2.822 billion. As shown on Appendix 2, line 18, the Cumulative Project Cash Flow
target approved by the Commission for year-end 2014 adjusted for current escalation and
WEC/CB&I billing differences is approximately $3.819 billion. As a result, the
cumulative cash flow at year-end 2014 is approximately $997 million less than the target.

For comparison purposes, Appendix 3 sets out the cash flow schedule for the
project as it was approved in Order No. 2012-884. Appendix 3 does not include any
adjustments to the cash flow schedule for changes in inflation indices or adjustments in
capital cost schedules made by the Company. The AFUDC forecast presented on
Appendix 3 is the AFUDC forecast that was current at the time of Order No. 2012-884.

B. Inflation Indices

Appendix 4 shows the updated inflation indices approved in Order No. 2009-
104(A). Included is a history of the annual Handy-Whitman All Steam Index, South
Atlantic Region; the Handy-Whitman All Steam and Nuclear Index, South Atlantic
Region; the Handy-Whitman All Transmission Plant Index, South Atlantic Region; and
the Chained GDP Index for the past 10 years. The changes in these indices and the
escalation-related effects of cost rescheduling resulted in a decrease in the projected cost
of the Units in future dollars from approximately $6.3 billion as forecast in Order No.
2009-104(A) to a forecast of approximately $5.8 billion using current inflation data.
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V. Updated Schedule of Anticipated Capital Costs

The updated schedule of anticipated capital costs for Units 2 & 3 is reflected in
Appendix 2.

V1. Conclusion

As of the close of the reporting period, the Units were anticipated to be completed
at a cost of approximately $4.5 billion in 2007 dollars. The Company maintains a staff
that monitors the work of its contractors and continues to monitor closely areas of
concern related to either the cost or schedule for the project. The Company will continue
to update the Commission and the ORS of progress and concerns as the project proceeds.
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ATTACHMENT 1

GLOSSARY OF ACRONYMS OR DEFINED TERMS

Acronym or Reference

Defined Term

AFUDC Allowance for Funds Used During Construction.,

AP1000 The WEC designed Advanced Pressurized water nuclear reactor of approximately 1000
megawatts generating capacity.

APOG A group of utilities who have submitted applications for AP1000 COLs.

BLRA The Base Load Review Act, S.C. Code Ann. § 58-33-210 et seq. (Supp. 2009).

CA The designation for specific pre-fabricated structural modules that form part of the
reactor building or auxiliary building, such as Module CA20.

CAP Corrective Action Program.

CAR A Corrective Action Report related to design, engineering or construction of the Units, or
related processes, that must be corrected.

CB&I Chicago Bridge & Iron, a sub-contractor on the project which, upon acquisition of the
Shaw Group, became a member of the Consortium and a prime contractor on the project.

CB&I-LC CB&I Lake Charles - the module fabrication unit formerly known as Shaw Modular
Solutions or SMS and located in Lake Charles, Louisiana.

CB&I A subsidiary of CB&I that is fabricating the containment vessels on site under contract

Services with Westinghouse.

CES Carolina Energy Solutions, a subcontractor located in Rock Hill, South Carolina.

CMIS Configuration Management Information System.

COLs Combined Operating Licenses for construction and operation of a nuclear unit issued by
the NRC.

COLA A Combined Operating License Application.
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ATTACHMENT 1

GLOSSARY OF ACRONYMS OR DEFINED TERMS

Acronym or Reference

Defined Term

Commission The Public Service Commission of South Carolina.

Consortium The joint venture between WEC and CB&I to construct the Units under the terms of the
EPC Contract.

CR A Condition Report communicating and memorializing concerns with the design,
engineering or construction of the Units, or related processes, which in some cases can
become the basis for a Corrective Action Report.

Cv The Containment Vessel which provides containment for the reactor vessel and
associated equipment.

CVBH The Containment Vessel Bottom Head that forms the bottom of the Containment Vessel.

CWIP Construction Work in Progress.

Cwp Circulating Water Pipe.

Cws The Circulating Water System —the system that will transport waste heat from the
turbines to the cooling towers.

Cyber Security | Technologies, processes and practices designed to protect networks, computers, programs
and data from attack, damage or unauthorized access.

DCD Design Control Document which is approved by the Nuclear Regulatory Commission
and sets forth the approved design of a nuclear reactor.

Departures Departures are minor deviations from the approved Design Control Document included
in the licensing basis for the Units that do not rise to the level requiring a LAR.

EMD Electro-Mechanical Division of Curtiss-Wright Corp., the sub-contractor for the Reactor
Coolant Pumps.

EPA The United States Environmental Protection Agency.
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GLOSSARY OF ACRONYMS OR DEFINED TERMS

Acronym or Reference

Defined Term

EPC Contract | The Engineering, Procurement and Construction Agreement for construction of the Units
entered into by SCE&G and WEC/CB&L

ERB The Emergency Response Building which provides office space and housing for the
emergency response personnel and equipment for all three units.

Exit A meeting held between the NRC and the licensee at the conclusion of an NRC

Debriefing inspection to discuss the results of the inspection.

FERC The Federal Energy Regulatory Commission.

Fixed/Firm Prices under the EPC Contract which are either fixed or are firm but subject to defined
escalation rates.

GDP Gross Domestic Product.

HFE/ISV Human Factors Engineering/Integrated Systems Validation —part of the development of a
training simulator for the Units.

HL or Hot Leg | That part of the Reactor Cooling Loop that transports steam to the steam generators.

HLD Heavy Lift Derrick - the derrick that was erected on site to move large modutes and
equipment.

IBF Subcontractor of Tioga that manufactures the Reactor Coolant Loop piping.

ICN ITAAC Closure Notification — the letter from the licensee to notify the NRC that an
ITAAC is complete in accordance with 10 CFR 52.99(c)(1).

IFC Issued for Construction — engineering drawings that include information necessary for
construction of specific structures, systems and components.

ILO Initial Licensed Operator.

INPO Institute of Nuclear Power Operations.
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Acronym or Reference

Defined Term

IPS Integrated Project Schedule for licensing and construction of the Units.

ISV Integrated Systems Validation.

ITAAC Inspections, Tests, Analyses, and Acceptance Criteria which are the inspections, tests,
analyses and acceptance criteria that the NRC has determined to be necessary and
sufficient to demonstrate that a nuclear unit has been constructed and will operate in
conformity with the COLs, the Atomic Energy Act of 1954, as amended, and the NRC’s
regulations.

LAR License Amendment Request — A formal request made by VCSNS to amend the
combined operating license, its appendices, or its associated bases.

LNTP Limited Notice to Proceed authorizing a vendor to commence specific work.

LSS Limited Scope Simulator —a training simulator with limited functionality that can be used
for the initial stages of operator training.

MAB Module Assembly Building - a building on site where large modules will be constructed
and equipment will be prepared for installation in a space that is protected from the
elements.

Mangiarotti Mangiarotti Nuclear, S.p.A.

NEI Nuclear Energy Institute.

NI Nuclear Island, comprising the steel containment vessel, the reactor building, and the
auxiliary building.

NLC Nuclear Learning Center - a training facility operated by SCE&G at the Jenkinsville site.

NLO Non-Licensed Operator.

NND The New Nuclear Deployment Team within SCE&G.
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NNI Newport News Industries - a module fabrication subcontractor to WEC/CB&I.

NPDES National Pollutant Discharge Elimination System.

NRC The United States Nuclear Regulatory Commission.

ORS South Carolina Office of Regulatory Staff.

OWwS Off Site Water System — the system that withdraws water from Monticello Reservoir and
provides potable and filtered water for the Units.

PAR Preliminary Amendment Request - A formal request made by VCSNS which allows
VCSNS to proceed at its own risk with work consistent with an amendment request
contained in an LAR prior to approval.

PDC Power Distribution Center - prefabricated, modular enclosures housing electrical
equipment such as switchgear, motor control center equipment and other auxiliary
equipment.

Pike Pike Energy Solutions, a contractor for transmission and switchyard related work.

PRA Probabilistic Risk Assessment.

PRHR The Passive Residual Heat Removal Heat Exchanger unit —a heat exchanger unit that is
part of the passive safety system which provides cooling to the AP1000 reactor during
emergency situations.

PRS Plant Reference Simulator — a training simulator with full functionality that can be used
in all stages of operator training,

PWS The Potable Water System - which provides potable water to the site.

QA Quality Assurance — The planned and systematic activities implemented in a quality

system so that the quality requirements for a product or service will be fulfilled.
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QA/QC Quality Assurance/Quality Control.

QC Quality Control — The observation techniques and activities used to fulfill requirements
for quality.

RAI Requests for Additional Information issued by the NRC staff to license applicants.

RCA Root Cause Analysis — identification and evaluation of the reason for non-conformance,
an undesirable condition, or a problem which (when solved) restores the status quo.

RCL The Reactor Coolant Loop — the piping and related equipment that transports heat from
the reactor to the steam generator,

RCP The Reactor Cooling Pump which forms part of the Reactor Coolant System.

RCS The Reactor Coolant System - the complete system for transferring and transporting heat
from the reactor to the steam generator.

RFI Requests for Information issued by the NRC staff to licensees.

ROW Right-of-way.
Radiographic Testing - a nondestructive testing method of inspecting materials for

RT hidden flaws by using the ability of short wavelength electromagnetic radiation (high
energy photons) to penetrate various materials.

RV Reactor Vessel.

RWS Raw Water System — the system for withdrawing and transporting raw water from the
Monticello Reservoir.

SAT Site Acceptance Testing.

SCDHEC The South Carolina Department of Health and Environmental Control.

SCDNR The South Carolina Department of Natural Resources.
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SCE&G or South Carolina Electric & Gas Company.

The Company

SCPSC The Public Service Commission of South Carolina.

SMS Shaw Modular Solutions, LLC.

SNC Southern Nuclear Company — a subsidiary of Southern Company and licensed operator of
the Vogtle Nuclear Units and two other nuclear plants.

SRO Senior Reactor Operator.

SROC Senior Reactor Operator Certification.

Target Costs under the EPC Contract where targets have been established but where SCE&G
pays actual costs as incurred.

TEi Thermal Engineering International — a subsidiary of Babcock Power which manufactures
moisture separator reheaters and other power plant equipment.

Units V. C. Summer Nuclear Station Units 2 & 3.

Update Docket | A proceeding under the BLRA seeking Commission approval of updated cost and
construction schedules for the Units.

UPS Uninterruptible Power Supply.

URI Unresolved Items — A term used by the NRC during inspections for items that require
further action.

USACOE The United States Army Corps of Engineers.

VCSNS or V. C. Summer Nuclear Station.

VCSN
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WEC Westinghouse Electric Company, LLC.

WEC/CB&I The consortium formed by Westinghouse Electric Company, LLC and CB&L.

WMS Work Management System.

WTP The off-site Water Treatment Plant which will take water from Lake Monticello and treat
it to potable water standards.

WWS The Waste Water System — the system for collection, treatment and disposal of domestic
waste water generated on site.

YFS The Yard Fire System — the system that provides fire detection and protection outside of
the plant.

ZBS The Offsite Power System —the system which provides electrical power to the site.
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APPENDIX 1

V. C. Summer Nuclear Station Units 2 & 3

Quarterly Report to the South Carolina Office of Regulatory Staff
Submitted by South Carolina Electric & Gas Company
Pursuant to Public Service Commission Order No. 2009-104(A)

Quarter Ending December 31, 2014

Appendix 1 lists and updates each of the milestones which the Commission

adopted as the Approved Construction Schedule for the Units, pursuant to S.C. Code
Ann. § 58-33-270(B)(1) in Order No. 2012-884. Appendix 1 provides columns with the
following information:

1.
2.
3

v

7.

8.

Milestone tracking ID number.

The description of the milestone as updated in Order No. 2012-884.

The BLRA milestone date as approved by the Commission in Order No. 2012-
884.

The current milestone date.

For each completed milestone, the date by which it was completed. For
milestones completed prior to the current reporting quarter, the milestone entry is
shaded in gray. For milestones completed during the current reporting quarter, the
milestone entry is shaded in green.

Information showing the number of months, if any, by which a milestone has been
shifted. For milestones with planned completion dates that vary in days instead of
months, the milestone entry is shaded in yellow.

Information as to whether any milestone has been shifted outside of the +18/-24
Month Contingency approved by the Commission.

Notes.

On the final page of the document, there is a chart summarizing milestone completion
and movement comparing the current milestone date to the milestone date approved in
Order No. 2012-884. This movement is shown for only the milestones that have not been
completed.
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PUBLIC VERSION

APPENDIX 2

V. C. Summer Nuclear Station Units 2 & 3

Quarterly Report to the South Carolina Office of Regulatory Staff
Submitted by South Carolina Electric & Gas Company
Pursuant to Public Service Commission Order No. 2009-104(A)

Quarter Ending December 31, 2014

Appendix 2 is an updated and expanded version of the information contained in

the capital cost schedule approved by the Commission in Order No. 2012-884.

Appendix 2 shows:

The actual expenditures on the project by plant cost category through the current
period.

The changes in capital costs reflecting the Company’s current forecast of
expenditures on the project for each future period by plant cost category. In
updating its cost projections the Company has used the current construction
schedule for the project and the Commission-approved inflation indices as set
forth in Appendix 4 to this report.

The cumulative CWIP for the project and the balance of CWIP that is not yet
reflected in revised rates.

The current rate for calculating AFUDC computed as required under applicable
FERC regulations.

The Cumulative Project Cash Flow target as approved in Order No. 2012-884 and

as updated for escalation and other Commission-approved adjustments is found under the
heading “Per Order 2012-884 Adjusted.” The adjustments reflect:

L.
2.

Changes in inflation indices.

Budget Carry-Forward Adjustments used, where appropriate to track the effect of
lower-than-expected cumulative costs on the future cumulative cash flow of the
project.

Appendix 2 also shows the cumulative cash flow for the project based on actual

expenditures to date and the current construction schedule and forecast of year-by-year
costs going forward. This information is found under the heading “Actual through
December 2014 plus Projected.”
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PUBLIC VERSION

APPENDIX 3

V. C. Summer Nuclear Station Units 2 & 3

Quarterly Report to the South Carolina Office of Regulatory Staff
Submitted by South Carolina Electric & Gas Company
Pursuant to Public Service Commission Order No. 2009-104(A)

Quarter Ending December 31, 2014

For comparison purposes, Appendix 3 provides the schedule of capital costs for
the project which was approved by the Commission in Order No. 2012-884 as the
Approved Capital Cost of the Units, pursuant to S.C. Code Ann. § 58-33-270(B)(2).
Appendix 3 also reflects the forecast of AFUDC expense based on these adjusted
schedules and the AFUDC rates that were current at the time of Order No. 2012-884.
Appendix 3 is intended to provide a fixed point of reference for future revisions and
updating. While the schedule of costs contained on Appendix 3 is subject to revision for
escalation, changes in AFUDC rates and amounts, capital cost scheduling contingencies
and other contingency adjustments as authorized in Order No. 2009-104(A), no such
adjustments have been made to the schedules presented here.

34
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PUBLIC VERSION

APPENDIX 4

V. C. Summer Nuclear Station Units 2 & 3

Quarterly Report to the South Carolina Office of Regulatory Staff
Submitted by South Carolina Electric & Gas Company
Pursuant to Public Service Commission Order No. 2009-104(A)

Quarter Ending December 31, 2014

Appendix 4 shows the changes in the inflation indices approved in Order No.
2009-104(A). Included is a ten year history of the Handy-Whitman All Steam Index,
South Atlantic Region; the Handy-Whitman All Steam and Nuclear Index, South Atlantic
Region; the Handy-Whitman All Transmission Plant Index, South Atlantic Region; and
the Chained GDP Index. The change in the relevant indices from the Combined
Application is also provided.
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PUBLIC VERSION

APPENDIX 5

V. C. Summer Nuclear Station Units 2 & 3

Quarterly Report to the South Carolina Office of Regulatory Staff
Submitted by South Carolina Electric & Gas Company
Pursuant to Public Service Commission Order No. 2009-104(A)

Quarter Ending December 31, 2014

Appendix 5 indicates those LARs that have been submitted by SCE&G to the
NRC for review. Included is the title of each LAR, a brief description of the change(s)
associated with the LAR, the date the LAR was submitted to the NRC, and the status of
the requests. '
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